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The purpose of this research project is to describe how
the Texas Cuts and Jobs Act (TCJA) will affect
agricultural cooperatives. Agricultural cooperatives
represent almost two million farmers in the U.S. and
supply all types of fruits and vegetables to major
grocery stores throughout the nation. The introduction
of this tax reform is expected to increase the size of
these cooperatives because farmers will have more
incentive to join cooperatives due to the great amount
of deduction on top of the lower tax percentage
everyone is getting. Due to current events, there was a
shortage of data of statistics after the tax reform, which
did not allow a full comparison of economic statistics
before and after the tax reform. Through extensive
secondary research from different articles, cases and
simulations published by The University of California,
Kansas State University, University of Wisconsin-
Madison, University of Illinois and the US Department
of Agriculture, expected results from this act were
projected using past, current and no deductions.
Findings should illustrate how cooperatives will
perform after the implementation of this tax reform to
cooperatives as a whole, its members of these
cooperatives, and independent farmers also referred
to as non-members.
• Describe The Tax Cuts and Jobs Act (TCJA) influence on
agricultural cooperatives in the United States.
• Goal is to show how TCJA encourages farmers to join
cooperatives by different tax benefits.
• The research method applied consists of secondary
research from university research and statistics by the
United States Department of Agriculture.
• Cases and simulations used to predict how the law
will affect cooperatives.
• Magnitude of project required extensive traveling and
research for primary research results.
.
• Agriculture contributes $1.053 trillion dollars or 5.4%
of Gross Domestic Product (GDP) of the United States
(Unites States Department of Agriculture, 2020).
• Cooperatives allow small farmers to control supply
channels for acquiring supplies and services at a
reasonable price. (Mullinnix, 2016).
• Cooperatives influenced by the Industrial revolution
in England theorized by Robert Owen and Charles
Fourier, and developed by William King (Pitman,
2018)




• Cooperatives are represented by 1,871 organizations
with 1,890,057 voting members (United States
Department of Agriculture, 2018).
• Statistics show number of agricultural cooperatives is
decreasing but the remaining cooperatives are
growing in terms of size (United States Department of
Agriculture, 2018).
• The growth is influenced by TCJA, allowing farmers
from cooperatives to deduct part of their cooperative
dividends and part of patronage allocation or 20% of
net income from non-member income (Jacobs, 2018).
.
• Agricultural cooperatives received tax benefits from
The Tax Cuts and Jobs Act of 2017 (TCJA) and Section
199A.
• Agricultural cooperatives receive four major tax
changes: 1) Elimination of the Domestic Production
Activities Deduction. 2) Lower corporate taxes. 3)
Lower member taxes on patronage distribution. 4)
Introduction of Section 199A Deduction. (Briggerman
& Kenkel, 2018).
• TCJA affects farmers by a farm level deduction
reducing the tax rate from 35% to 21% and motivates
independent farmers to join cooperatives reducing
the number of independent producers. (Jacobs, 2018)
• The simulation used by Briggerman, four scenarios
are discussed:
• TCJA gives farmers and cooperatives new tax
benefits: lower tax percentage and the 20%
deduction on qualified distribution.
• Directors of cooperatives have different options on
distribution on patronage to benefit the cooperative
• Introduction of TCJA and Section 199A gives
cooperatives and members the same advantages as
small businesses
• Members get higher and faster patronage payments
and allows cooperatives to deduct income from
non-members.
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